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Preface
This document, Guidelines for Cooperative Management Ad­
visory Services Engagements, was adopted in June 1976 by the 
AICPA’s Management Advisory Services Executive Committee. It 
is the fifth in a series of MAS “Guideline” publications and was 
developed by the MAS Cooperative Engagements Task Force. Its 
purpose is to assist members in arranging and conducting coopera­
tive engagements.
The definitions set forth in the March 1, 1973, Code of Profes­
sional Ethics are applicable throughout these guidelines. The 
term “practitioner” as used herein pertains to all those, whether 
CPAs or not, who perform management advisory services in CPA 
firms. The term “participant” refers to other parties in coopera­
tive engagements, not including clients. (Sometimes a “partici­
pant” will also be a CPA.)
The MAS Cooperative Engagements Task Force that developed 
this document consisted of the following members:
Virgil E. Wenger, Chairman 
Herbert P. Dooskin 
Herbert J. Gottlieb 
Walter H. Hanshaw 
A. Marvin Strait
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Introduction
Over the years, advances in business technology have increased 
the complexity of services CPA firms provide for clients. Account­
ing methodology, information systems, SEC regulations, tax legis­
lation, and financial reporting have become highly complex. 
Automated methods have been developed to perform what were, 
traditionally, manual accounting operations. Mathematical sci­
ences and statistical business models have been introduced into 
business decision processes. Accordingly, certified public account­
ing has become a multidisciplinary profession, often requiring 
highly specialized training and experience.
In performing management advisory services, CPAs or CPA 
firms have often participated with other CPAs or other profes­
sionals with specialized skills. In this context, a cooperative MAS 
engagement can be defined as an engagement in which a practi­
tioner, working together with one or more other participants who 
may or may not be in CPA practice, provides management ad­
visory services to a client.
These guidelines have been developed to help assure satisfactory 
engagement planning and results and to facilitate compliance with 
professional standards. Cooperative engagements are typically 
undertaken in order to —
•  Provide technical skills needed to complete an engagement 
competently.
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•  Provide logistical, economic, or geographical coverage beyond 
a particular firm’s internal resources.
•  Meet a client’s requirement that a single firm assume full 
responsibility for an engagement.
CPAs’ experiences in cooperative engagements, and normal 
business prudence, suggest the need to formalize relationships 
among the parties. This is desirable to avoid misunderstandings, 
establish responsibility and accountability, facilitate engagement 
planning and execution, and ensure compliance with professional 
standards.
Types of Cooperative Relationships
Cooperative engagements may involve both CPAs and non- 
CPAs. The majority are carried out in one of the following four 
relationships.1
1. CPA as a prime contractor. The CPA is responsible to his 
client for overall performance of the engagement but re­
tains other parties as subcontractors to perform or partici­
pate in some specified aspects.
2. CPA as a subcontractor. The CPA is retained by another 
party to perform or participate in specified aspects of an 
engagement that is being performed by that party as prime 
contractor.
3. A permanent organization. An ongoing organization is 
established by two or more persons or firms to provide 
services to clients.
4. Cooperative participation without a contractual relation­
ship. The participants have separate arrangements with a 
common client to provide related services. Although no 
contractual relationship exists among the participants, a 
close working relationship is required.
Selecting the most appropriate relationship involves a variety 
of factors, including the nature of the engagement, the client’s 
requirements, and the participants’ respective roles and skills. In 
any form of relationship, the key considerations are a clear de-
1 A fifth type of relationship, the joint venture, is rarely used. A joint ven­
ture is a special-purpose entity similar to a partnership, established to 
undertake an engagement jointly and dissolved on completion of the 
engagement.
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lineation of responsibilities and compliance with applicable pro­
fessional standards. In selecting and structuring a cooperative 
arrangement, the participants may find it helpful to obtain legal 
counsel.
The Cooperative Engagement Process
If a practitioner concludes that he or his firm lacks the re­
sources or competence required for a prospective engagement, he 
may (a) decline the engagement, (b) refer the client to one or 
more qualified sources of the services required, or (c) propose a 
cooperative engagement.
If a cooperative engagement is initiated, a vital factor for its 
success is the careful selection of participants. When acting as 
prime contractor, the practitioner should take particular care 
to determine that the other participants have the professional 
qualifications and necessary resources required for their respective 
roles. This responsibility may be less apparent when the CPA is 
a subcontractor or a cooperative participant without a contractual 
relationship to the other participants. However, in any form of 
cooperative engagement, the practitioner’s reputation may be 
directly affected by another participant’s performance. Sources 
that can be helpful in evaluating a prospective participant’s quali­
fications and reputation include business, financial, and personal 
references; other CPAs; clients of the participant; published 
materials; and the practitioner’s personal evaluation of the par­
ticipant.
Agreements With Other Participants
Arrangements are often tentatively established when a proposal 
is prepared and then are completed in final form when the client 
authorizes the engagement. The nature and formality of agree­
ments will vary, depending on the scope and complexity of the 
engagement and of the cooperative relationship, and also on 
applicable laws, client requirements, and other factors. There 
are, however, a number of basic matters that warrant considera­
tion.
1. The nature of the relationship among participants should 
be clear.
2. The relevant provisions of the agreement with the ultimate 
client should be understood by each participant.
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3. Representations should not be permitted, to the client or 
others, that would suggest arrangements other than those 
that exist.
4. The period of the agreement should be established in 
terms of expected starting and completion dates or events.
5. Procedures for possible changes in the engagement or in 
the relationship among participants should be established.
6. Special requirements imposed by the client should be 
covered. Services for governmental entities warrant par­
ticular attention in this respect.
7. Professional standards and ethics that are to apply to all 
participants (including those parties normally not affected 
by them) should be understood.
8. Fees and expenses and the procedures for their determina­
tion, billing, and collection should be agreed on, along 
with provisions such as early termination, penalty pay­
ments, and/or liquidated damages.
9. Participants’ rights to writings, ideas, concepts, and patents 
should be established, especially when one participant is 
expected to bring specialized or proprietary knowledge to 
an engagement.
10. Key personnel to be provided by participants should be 
specified, by name if appropriate, with a clear indication 
of the extent of their involvement.
11. Independent contractor status, as distinguished from that 
of employee or agent, should be established.
12. Insurance requirements, such as workmen’s compensation, 
professional liability, performance bonds, or other ap­
propriate indemnifications among the parties, should be 
established.
13. Facilities to be provided by each participant, such as work­
ing space and clerical and support services, should be 
covered.
14. Work-paper ownership, retention, and access should be 
established.
15. A work program should be established covering each 
participant’s responsibility for performance, work prod­
ucts, documentation, and schedule requirements.
16. Internal progress reporting procedures should be defined.
17. Reports to clients should be covered as to frequency, for­
mat, responsibility for preparation, participants’ rights to
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review, resolution of disagreements among participants, 
and right of direct access to client.
18. Prerogatives relating to any future engagements with the 
same client should be defined.
For engagements of significant duration or complexity, the 
arrangements should be formalized in writing. This can be done 
by contract, letter of understanding, or file memorandum.
Understanding W ith Client
When establishing an understanding with the client, the fol­





Understanding among participants. Key participants should 
be identified to the client. The client should be informed 
of the general understandings among the participants as they 
relate to engagement responsibility and performance. 
Primary responsibility. In a prime/subcontractor arrange­
ment, it should be explained to the client which participant 
has the primary responsibility for the engagement and the 
degree of reliance the prime contractor is placing on the 
subcontractor’s work.
Client communication. Communication channels between 
the participants and the client should be clearly defined.
Proposals and Reports
Proposals and reports will typically be issued in one of the 
following manners:
1. The practitioner issues the proposal or report, assuming full 
responsibility for the work of other participants. This is 
appropriate when the CPA is the prime contractor and is 
competent to evaluate other participants’ work.
2. The practitioner issues the proposal or report specifically 
identifying those aspects of the engagement for which he is 
relying on other participants as experts. This is appropriate 
when the CPA is the prime contractor.
3. Another participant issues the proposal or report, either 
assuming full responsibility for the practitioner’s work or
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identifying those aspects of the engagement for which he is 
relying on the practitioner. This is appropriate when the 
practitioner is a subcontractor.
4. A joint proposal or report is issued by participants, with 
each participant’s scope of work clearly defined. This could 
be appropriate where the involvement of each participant 
is significant.
5. Separate proposals or reports are issued. This is appropriate
(a) for proposals or reports involving cooperative participa­
tion without a contractual relationship among participants.
(b) when separate reports appear desirable and are accept­
able to the client, or (c) when separate reports are requested 
by the client.
For all engagements in which the client is aware of a practi­
tioner’s participation, the practitioner should retain and exercise 
his right to review the proposal and any subsequent presentation 
of his findings and conclusions.
Professional Standards
When participating in a cooperative MAS engagement, a practi­
tioner should observe the AICPA’s Management Advisory Serv­
ices Practice Standards as he does in all MAS engagements. Also, 
he must observe the Code of Professional Ethics, which states in 
part that “A member may be held responsible for compliance 
with the Rules of Conduct by all persons associated with him in 
the practice of public accounting who are either under his super­
vision or are his partners or shareholders in the practice. . . .  A 
member shall not permit others to carry out on his behalf, either 
with or without compensation, acts which, if carried out by the 
member, would place him in violation of the Rules of Conduct.” 2
The paragraphs that follow discuss aspects of the Rules of 
Conduct and of the MAS Practice Standards that may be particu­
larly pertinent to cooperative engagements.
2 American Institute of Certified Public Accountants, Code of Professional 
Ethics, March 1975 ed. (New York: American Institute of Certified Public 
Accountants, 1975), p. 17. See also item 7, p. 4, above.
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Rules of Conduct
Rule 101—Independence. When considering entering into a 
cooperative engagement with an audit client as one of the par­
ticipants, the CPA should consider the provisions of Rule 101.
Rule 201—Competence. This rule states that “A member shall 
not undertake any engagement which he or his firm cannot 
reasonably expect to complete with professional competence.” 
Interpretation 201-1 provides related guidance:
The member may have the knowledge required to 
complete an engagement professionally before under­
taking it. In many cases, however, additional research 
or consultation with others may be necessary during the 
course of the engagement. This does not ordinarily 
represent a lack of competence, but rather is a normal 
part of the professional conduct of an engagement.
However, if a CPA is unable to gain sufficient compe­
tence through these means, he should suggest, in fairness 
to his client and the public, the engagement of someone 
competent to perform the needed service, either inde­
pendently or as an associate.
MAS Practice Standards
Standard 1—Personal Characteristics. When structuring a co­
operative engagement, the practitioner should avoid any con­
straints that would impair his or another participant’s integrity, 
objectivity, or independence in mental attitude.
When considering acceptance of a subcontractor role, the prac­
titioner should recognize the prime contractor’s right to establish 
the basic approach and methodology. If the practitioner does not 
agree with the prime contractor’s approach and believes it will 
impair the effectiveness of his work, he should decline the 
engagement.
Standard 2—Competence. When serving as prime contractor, 
the practitioner should satisfy himself as to the competence of 
other participants. Examples of ways to assess such competence 
include references from other CPAs and from clients of the 
participant, the participant’s professional reputation and recog­
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nition, published materials, and the practitioner’s personal evalu­
ation of participants.
Standard 3—Due Care. In a cooperative engagement, particular 
attention is required in exercising due care because of the special 
problems inherent in the multiple-party relationship.
Standard 4—Client Benefit. In the role of a prospective sub­
contractor, a practitioner should notify the prime contractor of 
any reservations he has regarding anticipated benefits before ac­
cepting an engagement.
Standard 5—Understanding With Client. The client should be 
informed of the responsibilities of key participants and of the 
basic nature of the relationship among them.
Standard 6—Planning, Supervision, and Control. These matters 
are particularly significant in a cooperative engagement because 
of the involvement of multiple parties. Special attention should 
be given to the delineation of responsibilities, engagement admin­
istration, and internal communications.
Standard 7—Sufficient Relevant Data. When the practitioner 
assumes responsibility for the work of others, he should satisfy 
himself that they adequately support their conclusions and recom­
mendations.
Standard 8—Communication of Results. The method of com­
munication may vary with the structure of the cooperative engage­
ment. The practitioner should retain and exercise a right to 
review the way in which his findings and conclusions are pre­
sented in any report made by other participants.
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